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OATH OR AFFIRMATION

I Mark F. Preddy, Sr. » swear (or affirm) that, to the best of

9

my knowledge and belief the accompanyfing financial statement and supporting schedules pertaining to the firm of

— Domestic Financial Services, Inc. . as

, 20 1.4 are true and correct. | further swear (or affirm) that

of Al 20
nb}.LJ_.L v vy

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer;:except as follows:

L

/J

i, 7

BETTY C, WILLIAMS, NOTARY PUBLIC i
EOSSIER PARISH, LOUISIANA Slenature
MY COMMISSION IS FOR LIFE
NOTARY 1D # 025380 Vice President
Title

FA R AT

{ Notary Public

>

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
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i (g) Computation of Net Capital.
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&
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(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
[x] (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240. ] 7a-3(e)(3).
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HeaArRD, McCELROY, & VESTAL

CeERTIFIED PUBLIC ACCOUNTANTS

333 Texas Streer, Suire 1525
SurevierorT, Loursiana 71101
318-429-1525 Puong » 318-429-2070 Fax

To the Stockholder of
Domestic Financial Services, Inc.
Shreveport, Louisiana

Report of Independent Registered Public Accounting Firm

We have audited the accompanying statements of financial condition of Domestic Financial Services, Inc.
as of April 30, 2011 and 2010, and the related statements of operations, changes in stockholder's equity, and
cash flows for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the Standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Domestic Financial Services, Inc. as of April 30, 2011 and 2010, and the results of its operations
and its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

Heowd, e \.,.,.\ ‘T Vestol , e

Heard, McElroy & Vestal, LLP
Shreveport, LA
June 14, 2011
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DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF FINANCIAL CONDITION

APRIL 30, 2011 AND 2010

ASSETS
Current assets:
Cash on hand and in banks
Clearing deposit
Total cash and cash equivalents
Investments-Note 2

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Income tax payable
Accounts payable
Total current liabilities

Stockholder's equity:
Common stock, $2 par, 1,000 shares authorized,
760 shares issued, 510 shares outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income

Treasury stock, 250 shares at cost
Total stockholder’s equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of the financial statements.
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11,687
10,000
21,687

2,712

24.399

108
108

1,520
13,579
7,880
1,412
24,391

(100)
24,291

24.399

2010

20,863
10,000
30,863

2,100

32.963

820

875

1,520
13,579
16,289

800

32,188
(100)

32,088

32.963



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED APRIL 30, 2011 AND 2010

2011 2010
Revenues:
Mutual fund commissions 5,418 4,733
Commissions 406 39,220
Insurance commissions 16 28
Interest 261 215
Offering expense fees - 12,500
Other income 50 -
Total revenues 6,151 56,696
Operating expenses:
Interest expense 1 272
Commissions 52 25,163
Regulatory fees 7,922 8,339
Professional fees 3,575 12,550
Insurance 1,571 784
Other taxes and licenses 1,217 702
Miscellaneous 58 91
Bonuses - 1,000
Office expense 107 3,206
Total operating expenses 14,503 52,107
Net income (loss) before tax (8,352) 4,589
Income tax 57 820
Net income (loss) (8.409) 3,769

The accompanying notes are an integral part of the financial statements.



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEARS ENDED APRIL 30, 2011 AND 2010

Accumulated
Other
Additional Compre-
Common Paid-In Retained hensive Treasury
Stock Capital Earnings Income Stock

Balance-April 30, 2009 1,520 13,579 12,520 623 (100)
Net income - - 3,769 - -
Unrealized gain on investment - - - 177 -
Balance-April 30, 2010 1,520 13,579 16,289 800 (100)
Net {loss) - - (8,409) - -
Unrealized gain on investment - - - 612 -
Balance-April 30, 2011 1,520 13.579 7.880 1412 100)

The accompanying notes are an integral part of the financial statements.



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED APRIL 30, 2011 AND 2010

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash (used) provided by operating activities:
Decrease in interest receivable
(Decrease) in current liabilities
Net cash (used) provided by operating activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents-beginning of year

Cash and cash equivalents-end of vear

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest
Income taxes

The accompanying notes are an integral part of the financial statements.

272
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DOMESTIC FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

APRIL 30, 2011 AND 2010

Accounting Policies

Domestic Financial Services, Inc. is a full service firm which acts as a fully disclosed introducing
broker dealer using Southwest Securities, Inc. in Dallas, Texas to clear transactions for its clients.
Direct selling agreements are maintained with the mutual fund companies whose funds are offered and
sold to clients of Domestic Financial Services, Inc. Commission income is recognized on the

settlement date.

Basis of Accounting

The Company's financial statements have been prepared on the accrual basis of accounting, whereby
revenues are recognized when earned and expenses are recognized when the related liability is
incurred. The Company has evaluated all subsequent events for potential recognition and disclosure
through June 14, 2011, the date the financial statements were available to be issued.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates.

Cash Equivalents

For the purpose of reporting cash flows, cash includes cash on hand and due from bank-operations
account. The Company considers all other liquid investment instruments, such as certificates of
deposit and money market accounts to be reported as investments and are excluded from cash

equivalents.

Investment Securities

The Company classifies its debt and marketable equity securities in one of three categories: trading,
available-for-sale, or held-to-maturity. Trading securities are bought and held principally for the
purpose of selling them in the near term. Held-to-maturity securities are those securities in which the
Company has the ability and intent to hold the security until maturity. All other securities not
included in trading or held-to-maturity are classified as available-for-sale.

Trading and available-for-sale securities are recorded at fair value. Held-to-maturity securities are
recorded at amortized cost, adjusted for the amortization or accretion of premiums or discounts.
Unrealized holding gains and losses on trading securities are included in earnings. Unrealized
holding gains and losses, net of the related tax effect, on available-for-sale securities are reported as a
separate component of stockholder's equity until realized. Transfers of securities between categories
are recorded at fair value at the date of transfer.

A decline in the market value of any available-for-sale or held-to-maturity security below cost that is
deemed other than temporary is charged to operations resulting in the establishment of a new cost
basis for the security.



Accounting Policies (Continued)

Premiums and discounts are amortized or accreted over the life of the related security as an adjustment
to yield. Dividend and interest income are recognized when earned. Realized gains and losses for
securities classified as available-for-sale and held-to-maturity are included in earnings and are derived
using the specific identification method for determining the cost of securities sold.

Unrealized holding gains and losses on securities available for sale which have been reported as direct
increases or decreases in stockholder's equity, net of any related deferred tax effects, are accounted for
as other comprehensive income. Cumulative changes in unrealized gains and losses on such
securities are accounted for in accumulated other comprehensive income as part of stockholder's
equity.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those differences in bases are expected to be recovered
or settled. Income tax expense or benefit is based on federal and state taxes payable or refundable
plus or minus the change during the period in deferred tax assets and liabilities.

There were no deferred tax assets or liabilities recognized at April 30, 2011 or 2010. The effective
tax rates incurred were at rates which approximate the statutory rates for the applicable jurisdictions.

The Company, as required by accounting standards, reviewed its various tax positions taken or
expected to be taken in its tax returns and has determined it does not have unrecognized tax benefits
and the Company does not expect that position to change significantly over the next twelve months.
The Company will recognize interest and penalties accrued on any unrecognized tax benefits as a
component of income tax expense. As of April 30, 2011, the Company has not accrued interest or
penalties related to uncertain tax positions.

The Company files U. S. federal and Louisiana state income tax returns. The Company’s federal and
state income tax returns for the tax years 2007 and beyond remain subject to examination by the
Internal Revenue Service and Louisiana Department of Revenue.

Investments
The carrying amounts of the Company’s investment securities and their approximate fair values at

April 30, 2011 and 2010 were as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Securities available for sale:
April 30, 2011:
NDAQ stock 1,300 1,412 - 2,712
1.300 1412 - 2712
April 30, 2010:
NDAQ stock 1,300 800 - 2,100
1,300 800 - 2.100




Net Capital
Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the

Company is required to maintain a minimum net capital, as defined under such provisions, of $5,000.
Net capital and related net capital ratio may fluctuate on a daily basis. Qualified net capital was
approximately $23,884 at April 30, 2011 and $31,773 at April 30, 2010.

Related Party Transactions

The Company serves as the broker-dealer for affiliated companies involving the sale of oil and gas
interests to outside investors. These transactions on behalf of related parties account for a majority of
the Company’s business.

Fair Value of Financial Instruments

Accounting standards in the United States of America establish a framework for using fair value to
measure assets and liabilities, and define fair value as the price that would be received to sell an asset
or paid to transfer a liability (an exit price) as opposed to the price that would be paid to acquire the
asset or rece1ved to assume the liability (an entry price).

Under these standards, a fair value measure should reflect the assumptions that market participants
would use in pricing the asset or liability, including the assumptions about the risk inherent in a
particular valuation technique, the effect of a restriction on the sale or use of an asset, and the risk of
nonperformance. Required disclosures stratify balance sheet accounts measured at fair value based
on inputs the Company uses to derive fair value measurements. These strata include:

* Level 1 valuations, where the valuation is based on quoted market prices for identical
assets or liabilities traded in active markets (which include exchanges and
over-the-counter markets with sufficient volume),

* Level 2 valuations, where the valuation is based on quoted market prices for similar
instruments traded in active markets, quoted prices for identical or similar instruments
in markets that are not active and model-based valuation techniques for which all
significant assumptions are observable in the market, and

* Level 3 valuations, where the valuation is generated from model-based techniques
that use significant assumptions not observable in the market, but observable based on
Company-specific data. These unobservable assumptions reflect the Company’s
own estimates for assumptions that market participants would use in pricing the asset
or liability.  Valuation techniques typically include option pricing models,
discounted cash flow models and similar techniques, but may also include the use of
market prices of assets or liabilities that are not directly comparable to the subject
asset or liability.

Fair values of assets and liabilities measured on a recurring basis at April 30, 2011 and 2010 are as
follows:

Level 1 Level 2 Level 3 Fair Value
April 30, 2011:
Securities available for sale 2,712 - - 2,712
April 30, 2010:
Securities available for sale 2,100 - - 2,100
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HreAarRD, McCELROY, & VESTAL

LLP
CERTIFIED PUBLIC ACCOUNTANTS
333 Texas SrreeT, Surre 1525

SureverorT, Louisiana 71101
318-429-1525 Puonei: « 318-429-2070 Fax

June 14, 2011

To the Stockholder of
Domestic Financial Services, Inc.
Shreveport, Louisiana

Independent Auditor's Report on Supplementary Information

We have audited the financial statements of Domestic Financial Services, Inc., as of and for the year ended
April 30, 2011, and have issued our report thereon dated June 14, 2011. Our audit was conducted for the
purpose of forming an opinion on the basic financial statements taken as a whole. The information
presented on Pages 10 through 15 is presented for purposes of additional analysis, and is not a required part
of the basic financial statements, but is supplementary information required by Rule 17a-5 of the Securities
and Exchange Commission. Such information has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects, in relation
to the basic financial statements taken as a whole.

Heawd \')—Fe\.q\;. Veskdl, v

HV ?
A Proressionar SErvices Firve | hmv@hmvepa.com E-mall.
SHREVEPORT « MONROE « DELH | www.hmvepa.com WEB ADDRESS



DOMESTIC FINANCIAL SERVICES, INC.

COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1

APRIL 30, 2011

Part I
Total assets
Less: Total liabilities (exclusive of subordinated debt)

Net worth (total stockholders’ equity)

Additions to net worth
Deferred tax provisions

Capital before deductions

Deductions from and/or charges to net worth
Total non-allowable assets
Additional charges for customers and non-customers
security accounts
Additional charges for customers and non-customers
commodity accounts
Aged fail-to-deliver — number of items____less
reserves of $
Aged short security differences — number of items
Secured demand note deficiency _
Commodity futures contracts and spot commodities
(proprietary — capital charges)
Other deductions and/or charges
Total deductions from and charges to net worth

Net capital before haircuts on securities positions

Haircuts on securities:
Contractual commitments
Subordinated borrowings
Trading and investment accounts:
Bankers’ acceptances, certificates of deposit and
commercial paper
U.S. and Canadian government obligations
State and municipal government obligations
Corporate obligations
Stocks and warrants
Options
Arbitrage
Other securities
Undue concentration
Total haircuts on securities

Net capital

24,399
108

24,291

24,291

24,291

407

23.884

10



DOMESTIC FINANCIAL SERVICES, INC.

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

APRIL 30, 2011

Part 11
Minimum net capital requirement 5,000
Minimum net capital requirement of subsidiaries -
Total net capital requirement 5,000
Total A.L liabilities from statement of financial condition 108
Add:

Drafts for immediate credit -

Market value of securities borrowed for which no equivalent

value is paid or credited -

Other unrecorded amounts includable in A.L -
Deduct: Adjustment based on Special Reserve Bank Account -
Total aggregate indebtedness 108
Ratio of aggregate indebtedness to net capital 0.45%
Excess net capital at 1500% (deficiency) -
Excess net capital at 1000% (deficiency) -
Net capital in excess of minimum requirements 18.884
Equity as a percent of net worth 100%

COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENT

Part 111
4% of aggregate debit items (or $10,000 if greater) as
shown in formula for reserve -
Requirements pursuant to Rule 15¢3-3 prepared as of
the date of the net capital computation — reporting
broker or dealer -
Capital requirement(s) of consolidated subsidiaries:
Subsidiaries electing alternative method -
Other subsidiaries -
Total net capital requirement -

Excess net capital -
Net capital in excess of —

6% of aggregate debit items -
7% of aggregate debit items -

The accompanying notes are an integral part of this financial statement.

11



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENT REGARDING COMPUTATION FOR DETERMINATION OF

THE RESERVE REQUIREMENTS UNDER EXHIBIT A OF SEC RULE 15¢3-3

AND INFORMATION RELATING TO THE POSSESSION OR CONTROL

REQUIREMENTS UNDER SEC RULE 15¢3-3

APRIL 30,2011

Domestic Financial Services, Inc. (the Company) is specifically exempted from the computation for
determination of reserve requirements and possession or control requirements under Rule 15¢3-3 by
Paragraphs K(2)(ii) and Paragraph K-3. The Company is a fully disclosed introducing broker dealer. It
carries no margin accounts and promptly advises clients to transmit all customer funds and securities to the
clearing broker or dealer. The Company does not hold funds or securities for, or owe money or securities
to customers. The Company may from time to time act as the managing broker dealer in connection with a
private placement offering. Should this occur, the Company maintains a separate bank account for the
exclusive benefit of its customers.

12



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENT REGARDING RECONCILATION OF NET CAPITAL

UNDER SEC RULE 15¢3-1 AND THE COMPUTATION FOR DETERMINATION OF

THE RESERVE REQUIREMENTS UNDER EXHIBIT A OF SEC RULE 15¢3-3

WITH BROKER FILINGS

APRIL 30, 2011

Net capital as filed per unaudited X-17 A-5 Part ITIA 24,291
Haircut on securities (15% of the market value of

investment in NDAQ) 407
Net capital per audited financial statements 23.884

13



HreArRD, M cCELROY, & VESTAL

CeERTIFIED PUBLIC ACCOUNTANTS

333 Tixas STREET, SulTe 1525
Sureverort, Louisiana 71101
318-429-1525 Priong « 318-429-2070 Fax

To the Stockholder of
Domestic Financial Services, Inc.
Shreveport, Louisiana

Independent Auditor’s Report on Internal Control

In planning and performing our audit of the financial statements of Domestic Financial Services, Inc. (the
Company), as of and for the year ended April 30, 2011, in accordance with auditing standards generally
accepted in the United States of America, we considered the Company’s internal control over financial
reporting (internal control), including procedures for safeguarding securities, as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of internal control. Accordingly, we do not express
an opinion on the effectiveness of the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control activities
for safeguarding securities. This study included tests of such practices and procedures that we considered
relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 172-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts
for customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

Management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of internal
control activities and of the practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC’s above mentioned objectives.
Two of the objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

A PROFESSIONAL SERVICES Firv | hmv@hmvepa.com E-maiL
SHREVEPORT » MONROE » Drnmt | www.hmvepa.com Wen ApDRESS



Because of inherent limitations in internal control or the practices and procedures referred to above, errors
or irregularities may occur and not be detected.  Also, projection of any evaluation of them to future period
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control over financial reporting that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company's financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described above and would not necessarily
identify all deficiencies in internal control that might be material weaknesses. We did not identify any
deficiencies in internal control that might be material weaknesses. We did not identify any deficiencies in
internal control and control activities for safeguarding securities that we consider to be material
weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at April 30, 2011, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the Stockholder, the Securities
and Exchange Commission and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and
should not be used by anyone other than these specified parties.

Heard, o ee §Vestel |, e
June 14, 2011 m\
Shreveport, Louisiana
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